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Principal Activities and Interests 


United Siscoe Mines Limited is a natural resource development and investment 
company presently concentrating on developing geothermal energy in the United 
States. Through its subsidiary, Geothermal Kinetics Inc., the company has major 
interests in the Geysers and Imperial Valley areas of California, and other areas in the 
western United States. 


United Siscoe participates in mineral exploration projects including a major continuing 
search for uranium in northwestern Manitoba and a syndicate seeking to develop silver- 
lead-zinc mines in Spain. 


United Siscoe holds a 264% interest in a developing gold mine in the United States. 
Other interests include natural gas production in Alberta and real estate holdings in 
Ontario. 


A substantial investment is held in Camflo Mines Limited, a leading Canadian gold 
producer with growing interests in natural gas in Canada, and in natural gas and coal 
mining in the United States. 


Nee 


Architect rendering of the 55,000 kilowatt power plant planned by the California Department of Water 
Resources for the Francisco geothermal steam discovery in the Geysers area of California. The drawing 
shows the turbine-generator building in front-centre, hydrogen sulphide abatement to the left, and cooling 
towers in the background. A similar plant is planned for the Rorabaugh site also in the Geysers area. 


Directors’ Report to the Shareholders 


During the past year there were significant 
developments affecting the Company's 
geothermal energy interests, the Pinson gold 
project, and Camflo Mines Limited. 


in the geothermai energy area United Siscoe 
increased its interest in Geothermal Kinetics 
Inc. ('G.K.I.”) from 73% to 84%. G.K.|. has 
extensive geothermal holdings in both the 
Geysers area and the Imperial Valley of 
California. 


In April 1980, G.K.|. exchanged its 26%% 

interest in the 387 acre Francisco property 

in the Geysers area for 1,940,300 shares of 
MCO Resources Inc., a newly formed U.S. 
company whose shares were subsequently listed 
for trading on the American Stock Exchange. The 
block of shares received represents 
approximately 7%% of the issued capital of 

MCO Resources Inc., making G.K.1. the third 
largest shareholder. The stock has been trading 
recently at approximately U.S. $9 per share. The 
assets of MCO Resources consist of the Francisco 
project and other geothermal interests in the 
Geysers area, and producing oil and gas 
properties previously owned by McCulloch Oil 
Corporation and other parties. 


G.K.|.’s other assets in the Geysers area 

include the Rorabaugh and Newfield properties 
where discoveries have been made. An 
application has been submitted for a $28.5 million 
loan under the U.S. Department of Energy loan 
guarantee program on the Rorabaugh property 
in which G.K.I. holds a 100% working interest. 
This loan will finance production drilling during 
construction of the 55,000 kilowatt electrical 


generating plant being developed by the 
California Department of Water Resources. 


In the Imperial Valley area. The CU-| Venture, 
which is owned equally by G.K.I. and McCulloch 
Oil Corporation, has been granted a U.S. 
Government guaranteed loan of $49 million to 
be used for further assessment and 
development of the south Brawley wet steam 
discovery. The California Department of Water 
Resources has recently exercised its option to 
acquire a 25% working interest in this project. 


The Pinson Gold property in Nevada is 
expected to commence production in early 1981, 
producing approximately 45,000 ounces of gold 
annually. During 1979 United Siscoe increased 
its participation from 20% to 26.25%. The Pinson 
mine is being brought into production at a cost 
of U.S. $17.5 million. A significant cash 

flow will accrue from this operation. 


In 1979 the Company had consolidated net 
income of $239,154 equal to 5¢ per share, 
compared with a consolidated net loss of 
$394,772 or 8¢ a share in the previous year. 


Earnings of Camflo Mines Limited which are 
included on an equity basis contributed 
$1,764,940 to total United Siscoe earnings. 
United Siscoe has a 19% interest in Camflo. 


Shareholders will recall that during 1979 Camflo 
provided $6.3 million equity financing to the 
Company. These funds, together with 
approximately $1.2 million of increased 
borrowings, were applied primarily to over $6 
million of financing G.K.I.’s geothermal 
exploration and development program during 
the year as well as to funding over $1 million 
of mineral exploration on the Pinson gold 
property in Nevada, the Iberian silver projects 
in Spain, and the Kasmere uranium project in 
northern Manitoba. 


In consideration of $3 million of advances made 
in prior years and over $6 million made in 1979, 
United Siscoe was issued 2,552,764 treasury 
shares of G.K.I. in December, 1979. 


In March, 1980, Camflo provided United Siscoe 
with $1.5 million of new equity financing by 
exercising an option to acquire 150,000 treasury 
shares of the Company. As a result of this 
financing and market purchases, Camflo has 
now increased its holding to 38% of the 
outstanding shares of your Company from 24% 
at year end. 


United Siscoe holds an investment portfolio 
which had a market value of approximately 
$15 million at December 31, 1979, with the 


major holding consisting of shares of Camflo 
Mines Limited. 


United Siscoe Is actively engaged in mineral 
exploration programs in Canada, the United 
States and Spain. 


As a result of recent financings, and through the 
availability of Government guaranteed loans, 
G.K.1|. is now in an excellent position to develop 
its geothermal interests. 


Appreciation is expressed to all concerned for 
their efforts in contributing to the progress of 
the Company. 


On behalf of the Board, 


JE Goede — 


R. E. FASKEN 


President 
May 2, 1980 


Review of Interests 


GEOTHERMAL ENERGY 


The following is a summary of the status of the 
major geothermal energy projects in which the 
Company’s subsidiary Geothermal Kinetics Inc., 
participates: 


Geysers Area, California 


Rorabaugh Property — 100% Working interest 
in 408 acres, Sonoma County, Geysers area, 
California. 


This is a dry steam discovery centrally located in 
the main Geysers producing field. The California 
Department of Water Resources (“DWR’") has 
entered into a contract for the purchase of steam 
and is now proceeding at its own expense with 
the development of a 55,000 kilowatt generating 
plant. Three production wells have now been 
completed and G.K.|. has applied for a U.S. 
Government guaranteed loan in the amount of 
$28.5 million. This will provide ample funds to 
complete the drilling on the property and to 
provide the required gathering system. 


Newfield Property — 30% carried working 
interest in 442 acres, Lake County, Geysers 
area, California. 


The initial well completed on this property 
indicated the presence of dry steam. McCulloch 
Geothermal, the operator of the property, is 
now in the process of negotiating the permits 
required for drilling additional wells on the 
property. 


Boggs Mountain Property — 100% working 
interest in 1,785 acres, Lake County, Geysers 
area, California. 


The Boggs Mountain property is the largest of 
G.K.I.'s geothermal interests in the Geysers 
area. Final hearings are now being held on an 
Environmental Impact Report. Drilling will 


commence following the granting of Use 
Permits. The well will be drilled on a tract of land 
offsetting the Combs Lease. 


Binkley Property — 471 acres Lake County, 
Geysers area, Calfornia. 


G.K.I. and McCulloch have executed a Joint 
Venture on this property in the Geysers area 

in which each company will own a 37%% working 
interest, it being anticipated that the Department 
of Water Resources will own the remaining 25% 
interest. The property is to be developed by the 
three parties with the initial contribution of 
approximately $1.3 million to be furnished by the 
DWR to cover the cost of drilling the first well. 
Once arrangements are finalized with the DWR, 
applications will be made for the necessary 
permits to drill the first well. 


Combs Prospect — 763 acres, Lake County, 
Geysers Area, California. 


This prospect immediately south and slightly east 
of the Boggs Mountain property is a joint venture 
between G.K.|. and McCulloch with some of the 
original land owners holding minor carried 
interests in the acreage. Environmental 
clearances have been obtained for this property 
and the necessary drill permits are expected to 
be issued shortly. Drilling of the first exploration 
well is expected during the coming Summer 
months. 
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Imperial Valley, California 


South Brawley Property — 37%% working 
interest in 11,400 acres, Imperial County, 
Southern California. 


The CU-I Joint Venture, owned equally by G.K.I. 
and McCulloch Geothermal, completed the 
Mercer #1-28 discovery well and drilled an 
injection well (Mercer #2-28) on this property in 
the Imperial Valley of southern California. The 
Department of Water Resources has exercised 
an option to obtain a 25% working interest in 
the project. The CU-I venture has recently been 
granted a U.S. government guaranteed loan in 
the amount of $49 million to be used for the 
developing and equipping of the properties. The 
DWR will be required to pay its pro rata share of 
costs. A rig has been moved in to deepen the 
Mercer #2-28 injection wel! and convert it into a 
steam producer. Following this, a new injection 
well will be drilled. Special equipment has been 
developed by the CU-I venture, Mapco, and 
Republic Geothermal for testing in the Imperial 
Valley. It is anticipated that testing will start within 
the next 2 to 3 months. The DWR has an option 
to construct and operate a 44,000 kilowatt plant. 


Chandler Property, Arizona 


G.K.I.’s engineers are reassessing the potential 
of the geothermal discovery which was made in 
Arizona in 1972. During well drilling, 

the flow encountered suggested the presence 
of reasonable quantities of geothermal water 
at approximately 350° F. The current study 
indicates that the well completion techniques 
used at that time may have interfered with the 
formation permeability and thus prevented the 
normal flow into the well which would have 
permitted proper assessment of its potential. 


G.K.I. is negotiating with the Department of 
Defence to drill an additional well on the 
Chandler Prospect for purposes of determining 
the feasibility of using the geothermal resource 
for heating and air conditioning office buildings 
and residences at Williams Air Force Base 
located adjacent to the Chandler property. 


Group Seven Inc. 


An expanded program is being carried out 
by Group Seven Inc., G.K.I.’s exploration arm. 


During the past year, Group Seven has acquired 
more sophisticated equipment and has further 
developed its geophysical and geothermal 
techniques. As a result Group Seven is ina 
better position to produce more detailed 
technical assessment of potential geothermal 
prospects. 


Gasahol Production 


G.K.|. and McCulloch Oil Corporation have 
entered into an agreement with owners of 

land in the Imperial Valley for the assessment 
and potential development of a 20 million gallon 
per year gasahol plant. This plant would be 
designed to use geothermal energy as a 
replacement for conventional fuel in the 
production process. 


G.K.|. and McCulloch are now negotiating with 
an engineering company which has experience 
in building and operating alcohol plants. They 
would assist in the building of the gasahol plant 
and train and furnish personnel for its 
subsequent operation. It is anticipated that the 
engineering company will acquire a 10% equity 
in the project. 


Other 


G.K.|. has been contacted by government and 
industry to assist in developing the use of 
geothermal energy as an alternate source of 
energy for manufacturing processes. 


Geothermal Fields of the 
Imperial Valley, California 
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OIL AND GAS 


As a result of higher prices,revenue from oil and 
gas interests was $418,000 compared with 
$298,000 the previous year, an increase 

of 40%. 


MINING EXPLORATION 
AND DEVELOPMENT 


United Siscoe’s Exploration Division is involved 
with several projects, most of which are joint 
ventures. Certain projects are in the formative 
stage. 


Nevada — Pinson gold project 

United Siscoe has a 264% interest in this 
property which Is expected to commence pro- 
duction in early 1981, producing approximately 
45,000 ounces of gold annually. During 1979, 
United Siscoe increased its participation from 
20% to 26.25%. The Pinson mine in Nevada is 
being brought into production at a cost of U.S. 
$17.5 million. A significant cash flow will accrue 
from the operation. 


Se 


Heavy equipment clears site of Pinson gold mine to come 
into production in 1981. 
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Spain — Silver, lead, zinc 


The Company is continuing its programs in 
Spain, having a 21%4% net interest in Iberian 
Explorations (Espana) S.A. 


General exploration followed by a drilling 
program has indicated potential silver, lead and 
zinc Ore in One property. Further drilling is 

now under consideration. 


In addition, the acquisition of four concessions 
from the ACOMA S.A. group was completed last 
year. In the Rosalejo area, north of the city of 
Cordoba, a program of underground work on 
an old mine has been completed consisting of 
dewatering the workings, shaft rehabilitation and 
deepening of the shaft from 170 to 200 metres. 


Plans call for a 300 metre drive from the shaft 
along the down dip extension of a known vein 
structure carrying silver and zinc mineralization 
which was mined in recent times. An old mill on 
the property is being tuned up to treat the 
material from this drive. This will help to 
determine the possible ore potential of a 
number of associated veins. 


Northwestern Manitoba — Uranium 


In the Kasmere Lake area a full scale joint 
venture program is continuing in association 
with Camflo Mines Limited and Getty Minerals 
Company, Limited. Results to date have 
indicated encouraging drill target areas, 
consequently a major part of this year’s program 
will involve drilling which is expected to get 
underway early in June. 


Northeastern Saskatchewan — Amax Joint 
Venture — Uranium 


The Company can earn a minor interest in a 
large permit area located in the northeastern 
part of Saskatchewan. The project is under the 
direction of Amax Minerals Exploration. 


Western Newfoundland — Potash 


In Newfoundland, drilling is underway for 
potash in the Windsor formations located in 
the western part of the province. This project 
is also a joint venture program. Pronto 
Explorations Limited will manage the first stage 
of the work. United Siscoe and Camflo Mines 
Limited are providing the financing. 


United States 


The Company is also carrying out two regional 
joint venture programs generally located in the 
eastern part of the United States. 


CAMFLO MINES LIMITED 


United Siscoe holds a 19% interest in Camflo 
Mines Limited, a diversified natural resource 
company and one of Canada’s leading gold 
producers. In 1979, earnings of Camflo Mines 
increased to $9.5 million, equal to $2.82 per 
share compared with $4 million or $1.17 per 
share in 1978. 


A principal factor in the improvement was a 
sharp rise in revenue from gold production. The 
average price received for bullion sold was 
$350 an ounce compared with $226 an ounce 
in 1978. The higher price for gold enabled 
lower grade ore to be mined resulting in a 
slight increase in the tonnage of ore reserves 
for the second successive year. 


Camflo’s natural gas and oil division continued 
to grow with revenues increasing by 61% in 
1979. Natural gas reserves increased by 38% 
during the year. This trend of higher revenues is 
expected to continue as additional wells are 
brought into production and prices of natural 
gas continue to rise. 


Camflo’s subsidiary, La Luz Mines Limited 
continued to incur losses from its coal 
operations in Ohio. 


Gold and natural gas are Camflo’s principal 
areas of exploration activity. In gold, through 
associated companies, Camflo is financing a 
reassessment of former producing properties in 
the Red Lake area of northwestern Ontario. A 
detailed program is underway involving 
dewatering of existing underground workings as 
well as considerable drilling with the expectation 
that the feasibility of resuming production will 

be established by the end of 1981. 


Another important Camflo gold project is in the 
Malartic area on a property some 20 miles from 
the Camflo mine and mill. Surface drilling at this 
former producer, the Pandora mine, owned by 
Queenston Gold Mines Limited is proving most 
promising. Camflo can earn a 75% interest in 
this property by spending $1.75 million. 


Consolidated Balance Sheet 


as at December 31, 1979 
with comparative figures for 1978 


Assets 


Gash and: ternavdeposits: se ac sector eee he nce 
ACCOUNTS receivables .:<.:s aetna nt ares hans 2 ei eee ee 
Special term deposits & alse ee ck he ss ee se ee 
Amounts receivable from officers and directors (note 2)...............005, 


Investments in listed securities (quoted market value $2,034,000; 


19785649000) iene inten ak eaten ke. eis gan Le ae ee 
lInVESIMeNLIMNaSSOCialed COMMA aac. et eee sahara ces a ee 
Cost of land sold in excess of proceeds received to date (note 3)............ 
Land: held:tor resale:(note\4)\v cies tones ean ast, hot ee 
Assets subject-to. lease (inote'S a nn ane eeeratatl: oo Cie 
Petroleum and natural gas interests (note 6).......... 0... eee 
Deferred geothermal exploration and development costs (notes 7 and 15).... 
Deferred mineral exploration expenditures (note 8).......... 0.0.0.0 eee 
Other assets: 2 ¢ chery lle: choices aie te vate eT ne 


1979 


$ 551,685 
509,345 
350,362 
860,615 


697,340 
3,014,466 
517,739 
4,028,231 
498,550 
782,089 
18,419,205 
2,184,899 
427,074 


$ 32,841,600 


1978 


$ 1,786,042 
419,231 
630,652 
854,209 


459,671 
3,087,175 
511,415 
3,954,228 
563,550 
609,822 
11,109,064 
1,156,637 
233,310 


$ 25,375,006 


UNITED SISCOE MINES LIMITED 


and subsidiary companies 


Liabilities 1979 1978 
EASA GUTS TUMOURS TLS Ee AE tare eae tegen ce Aa Oe $ 8,080,000 $ 5,455,000 
Aecounts payable and accruedHabilities kel ue er 616,327 987,904 
omcicunl GopiiigOte MONEm ego c! «tee 8, fa sla a 114 wlia wis gb eae al) whe § 3,882,271 7,254,196 
cients an aree Men e e e  e cMtn ic ahead cylenls adie oy wk awe vm 393,716 
12,972,314 13,697,100 
Minority Interest in Subsidiary Companies............. __ 2,755,744 1,812,461 
Shareholders’ Equity 
Share capital (note 11) 
Authorized 
7,500,000 shares without par value 
Issued and fully paid 
6,043 406 shares 61.973,-0,046.650 Shares). Wai .< wae nc a wes 21,439,994 12,827,494 
WEST Boge aca alot SUD patie Sn Sak SU Sas tc ena es aac te eer a 225,155 464,309 
21,214,839 TZ, B0crloo 
Deduct the company’s interests in its shares held by subsidiary and 
ASSOCIALECICOMDANICS sear ety See eat aetna: hie ne cee nue cannes aa 4,101,297 2,497,740 
17,113,542 9,865,445 
$ 32,841,600 $25,370,006 


On behalf of the Board 


JE Zafe 


R. E. FASKEN, Director 


Le 


R. M. SMITH, Director 


Consolidated Statement of Operations 


Year ended December 31, 1979 


1979 1978 
Revenue 
Net oil and gas operating income and royalties... . (aes $ 418,269 $ 298,536 
Depreciationand: depletion... tuscan ts eaten etek ee rahe eee oes 31,881 27,428 
386,388 271,108 
Net gain onsale of investments © 2: acres ase eee eck eae 102,143 208,954 
Dividend income frem:-associated Company.. 24.4 .5o u.5 aes eee 132;206 
INtEFESt ICOM es Ree a ss ae te an hee a IN ea 163,594 149,575 
Lease TEVENUC ks nace atil a eee tang eas haem ence ie Cen Racin rt ae 60,000 60,000 
712,125 821,837 
Expense 
Interest on long-term debt and amortization of debenture issue 
OXDOTISES aed Gyo ehG a crt be am ic eta ME aa oan ae fe ae a ee 249,238 37-1,663 
Other interest:Oxpenses, 0:0. 41m Saree eaten ee ae GRR ee ee ee ee 708,365 546,796 
AGMInistratio net ick Ae hashes pore ees ee eine 1,174,906 884 201 
Mineral exploration expenditures written Off............. 0.0... eee eee 73,270 40,949 
Amortization: of assets: Subject toue@aseac) ec tee ee ee ____ 60,000 60,000 
2,265,779 1,903,609 
Loss before minority interest and share of earnings of associated 
COMPANY. hs lee he ae eg ea eae (1,553,654) (1,081,772) 
Minority interestin loss of Subsidiary Company a... .1s5.. 0 a en eee 27,868 47,000 
ohare*of earnings of associated'company. 0.10054 eee ee 1,764,940 640,000 
NET INCOME (EOSS)/FOR THE YEARS re. io cern ace ene er $ 239,154 $ (394,772) 
NET-INCOME (LOSS) PERISHARE 2 xis eae peter ae $.05 $(.08) 
Consolidated Statement of Deficit 
Year Ended December 31, 1979 
1979 1978 
DEFICIT AT BEGINNING OF YEAR 
"AS OFIGINAllY FEDORIEG swe ese en tcc det ce ee eee $ 699,309 $ 69,537 
= festatement O11. 75 loss(mote ula). = 6 aes ens 235,000 
= AS TeStated sc riatess sels on ates oe ee ee 464,309 69,537 
NeLincome: (ss) for ine: year mt cnc. sao ote ee ee he ee 239,154 (394,772) 
DEFICITATLEND OF WEARS ox. weiss Tas One eee $ 225,155 $ 464,309 


Consolidated Statement of 
Changes in Financial Position 


Year Ended December 31, 1979 


1979 1978 
CASH PROVIDED FROM 
ESSE PONSI NS NPT 1 Or alee ce em CA Pier Ae |e ne ee $ 6,662,500 $ 490,625 
BEN @ GETTIN Pears Meee ey arn ts See onan ai ca? rae a A a re 2,625,000 ME2i 753 
POSTS dame [ele Ws eh Pe Deca, Peo ee a ae a errant An 3,632,945 
investmentcim other Companies, Net. -.. nc oc ek cb eld he een barda wala 232,584 
Dividends received from associated company............. 0.0.00 e ae. 395,700 197,850 
SOCEM IILOC DOSNT tk. ote: tn ene caked cues cp etee be 280,290 280,290 
Collection of advances to officers and directors ....................... 113,602 
PisHoOsaliOlassets SUDJCChIONeASOe... <a 8. in, 06 eo aa es ewe us eens 60,200 
UIST AGG) Rae eel oe ce i Gaeta taeda etre Es nS. Re: SE 26,296 
10,077,092 6,742,543 
CASH USED IN 
Bee aCe ny ee eer To Te rN fe ssa alco Snel Sed omen 1,153,183 894,446 
Geothermal exploration and development costs deferred............... 6,338,990 2,756,505 
Mineral exploration expenditures deferred.......................005. 1,112,695 281,950 
PaVvances 10.OMiceTs.and GineGiOrs, MEL. 4. ke ck ee te 342,339 
MVeSUMOeNIS IM OINemCONIDANICS, Nels foe. ec ne ee Ra ew 398,679 
PaO Neh OR ICSI ou eran A pe ee hhc al. Soa wis Nie «ow ewe ed 74,003 59,678 
Pemoreunt and NaMiralgasinteresiG ase oS Pika paals eee eee b eu eee 202,857 WsOMGe | 
Acquisition of shares of subsidiary company, Geothermal Kinetics Inc... . SH lor 
ReDAVIMcMOMmOmORNeliiCe Owe We en C96 what fal Wide Oa Hw Bren awed 1,421,925 280,290 
NAYS gl ER MSS te es Rg tala ON CRD te, a PE et 609,117 
| 11,311,449 4,802,536 
INCREASE (DECREASE) IN CASH AND TERM DEPOSIT .......2........2. (1,234,357) 1,940,007 
CASH AND TERM DEPOSIT (OVERDRAFT) AT BEGINNING OF YEAR..... 1,786,042 (153,965) 
CASHIAND «a ERM DEPOSHEAT ENDIORYEAR? 2 esos OS $ 551,685 $ 1,786,042 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of United Siscoe Mines Limited as at December 31, 1979 and 
the consolidated statements of operations, deficit and changes in financial position for the year then ended and 
have obtained all the information and explanations we have required. Our examination of the financial statements 
of United Siscoe Mines Limited and those subsidiaries of which we are the auditors was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. We have relied on the reports of the auditors who have examined the 
financial statements of the other subsidiary and the associated company. 


In our opinion, according to the best of our information and the explanations given to us and as shown by the 
books of the company, these consolidated financial statements are properly drawn up so as to exhibit a true and 
correct view of the state of the affairs of the company as at December 31, 1979 and the results of its operations 
and the changes in its financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada Peat, Marwick, Mitchell & Co. 
April 28, 1980. Chartered Accountants 
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Notes to Consolidated Financial Statements 


December 31,1979 


The company is incorporated under the Companies Act 
(Quebec) and is a public company listed on The 
Toronto and Montreal Stock Exchanges. The principal 
activities of the company are exploration for and 
development of mineral and geothermal resources, 

and petroleum and natural gas interests, as well as 
holding real estate and other investments. 


1. Summary of Significant Accounting Policies 


(a) Basis of presentation 


The consolidated financial statements include the 
accounts of the company and its wholly-owned 
subsidiary Siscoe Metals of Ontario Limited, and its 
partly-owned subsidiaries Geothermal Kinetics Inc. 
(G.K.1.) (84% interest: 1978, 73%) and Chesbar 
Resources Inc. (70% interest, 1979 and 1978). 


The consolidated financial statements include the 
results of the subsidiary companies from the dates of 
acquisition. All material inter-company transactions and 
balances have been eliminated. The company’s share 
of the assets and liabilities of several unincorporated 
joint ventures for the exploration and development of 
geothermal resources, in which G.K.I.participates, is 
included in the consolidated financial statements on a 
proportionate basis. 


The accounts of the United States subsidiaries have 
been translated to Canadian dollars substantially at 
historic rates. 


The company owns approximately 19% (1978, 19%) 

of the issued shares of the associated company, 
Camflo Mines Limited. Effective from June 30, 1978 
this investment has been accounted for using the equity 
method under which such investment is recorded at 
cost plus the company’s share of undistributed 
earnings since that date. 


Certain subsidiary and associated companies own 
shares in the company. The company’s pro rata interest 
in the carrying value of such shares has been deducted 
from shareholders’ equity and the investment in the 
associated company. Similarly, the company’s net 
income (loss) per share has been calculated on the 
number of shares outstanding after reduction for such 
inter-company holdings. 


Investments in listed securities are carried at cost less, 
where appropriate, amounts written off to reflect 
permanent impairment in value. 


(b) Petroleum and natural gas interests 


16 


The company follows the full cost method of 
accounting for petroleum and natural gas whereby all 
costs related to the exploration for and development of 
petroleum and natural gas reserves are capitalized. 
Such costs include acquisition costs, geological and 
geophysical expenses, carrying charges on 
non-producing property, costs of drilling both 
productive and unproductive wells and related 
production equipment. Proceeds received on disposal 
of properties are credited against such costs. 
Depreciation and depletion are provided on the net 


costs using the composite unit of production method 
based on total estimated proven reserves. 


(c) Deferred geothermal exploration and development costs 


G.K.|. is in the development stage and no significant 
revenue has been received from its planned principal 
operations. Its primary activity is geothermal resource 
exploration and development, particularly with respect 
to geothermal steam for sale for the generation of 
electricity. All costs, whether related to productive or 
non-productive prospects, have been deferred. Such 
costs will be amortized against future revenue obtained 
from the total exploratory drilling and development 
effort. 


(d) Deferred mineral exploration expenditures 


Expenditures on mineral exploraticn programmes 

are deferred on a specific project basis until it can be 
determined if commercial production from the project is 
economically justifiable. When a project is discontinued, 
the accumulated project costs are charged to operations. 
At the time a project is developed the related 
accumulated costs will be amortized against any future 
income from that project. 


(e) Comparative figures 


Certain comparative figures for 1978 have been 
reclassified to conform with the financial statement 
presentation adopted for 1979. 


2. Amounts Receivable from Officers and Directors 


Interest bearing notes (sub- 1979 1978 
stantially at 7%), due over 
the period to 1988, re- 
ceivable from officers 
and directors of the 
company or a subsidiary 
in respect of the pur- 
chase of shares of the 
company or the sub- 
sidiary, secured by 


shares ofthe companies $810,615 $765,709 
Interest bearing mortgages 

(7%), due over the period 

to 1993, receivable from 

officers of the company 50,000 88,500 


$860,615 $854,209 


3. Cost of Land Sold in Excess of Proceeds 
Received to Date 


In August 1976, the company sold a portion of the land 
held for resale for $1,927,389 cash, plus the right to 
additional consideration which the purchaser may 
receive from the sale of a similar sized property sold by 
the purchaser to the Government of Ontario. The cash 
received as above is less than the cost of the land to the 
company. The purchaser and the company have made 
application to the Land Compensation Board of Ontario 
for additional cash consideration under the provisions 
of The Expropriations Act, Ontario. As the total 
consideration for this sale has not yet been determined, 


the transaction has not been completed and the excess 
of the cost of the land over the proceeds received to 
date is included in the balance sheet until the final 
consideration is determined. The company does not 
believe that it will incur a loss on the final settlement of 
this transaction. 


4. Land Held for Resale 1979 1978 


BADUMAL COST 5.660 as. costes $2,411,865 $2,411,865 
Carrying and development 

costs, including $74,003 

capitalized in 1979 


poser on 1978)... 1,616,366 1,542,363 


$ 4,028,231 $ 3,954,228 


This property is presently zoned for high quality industrial 
development. 


5. Assets Subject to Lease 


The company has leased its property at Niagara Falls, 
Ontario, for the period ending December 31, 1983 
and has granted to the lessee an option to. acquire the 
property on that date. The annual rentals over the 
remaining term of the lease amount to $60,000 per 
annum. This property is being carried at its estimated 
realizable value which is the option price net of rents 
received to date and any proceeds on disposition 

of plant. 


6. Petroleum and Natural Gas Interests 


1979 ‘1978 


Interest in petroleum and 
natural gas properties, 
together with exploration 
and development 


SAO) ee ee ee $1,129,990 $ 925,842 
Accumulated depreciation 
and depletion......... 347,901 316,020 


$ 782,089 $ 609,822 


7. Deferred Geothermal Exploration 


and Development Costs 


1979 1978 
Direct costs 

Development of wells $ 9,055,760 $ 4,075,582 
Undeveloped geo- 


thermal leaseholds 3,270,504 3,129,779 
Exploration expenses 7,442,991 SrllOimors 
19,769,255 t35073,036 


Less receipts, princi- 
pally from partici- 
pants in certain 
prospects, applied 


as reduction of costs 4 478,710 4421481 


15,290,545 ep logiso\eys) 


Excess of cost of 
acquiring the shares 
of G.K.|. over book 
value at dates 
of acquisition, 
allocated to the 


geothermal project 3,128,660 2,157,509 


$18,419,205 $11,109,064 


UNITED SISCOE MINES LIMITED 


and subsidiary companies 


The recovery of deferred costs, including the allocated 
excess cost of acquiring the shares of G.K.|., depends 
on the company’s ability to develop sufficient revenues 
from production. The company’s ability to do so has 
been enhanced in 1979 and 1980 since, among 
other reasons G.K.|. and a joint venture in which 
G.K.I. is involved have each entered into agreements 
with the California Department of Water Resources to 
provide by 1983 production and delivery of sufficient 
steam to operate 55 megawatt electrical generating 
stations at each of the two properties involved. 


G.K.1. will be required to develop additional wells and 
build a gathering system for the property which it owns, 
referred to above. G.K.I. currently is arranging 
appropriate financing. 


In April 1980 G.K.I. exchanged its interest in a prospect 
held by the joint venture referred to above for common 
stock of MCO Resources Inc., a publicly traded United 
States corporation. This transaction will result in the 
recognition in 1980 of net income of approximately 
$6,000,000. MCO Resources Inc. assumed the 
contractual requirements for steam delivery on this 
prospect. 


8. Deferred Mineral Exploration Expenditures 


1979 1978 

Kasmere uranium project, 

Gala vcle le ptt ek Gear ane $ 766,870 $ 685,407 
Iberian silver projects, 

S182 Rae ae 452,449 188,459 
Pinson gold project, 

United States... ck. 924,780 267,016 
CNNe remue Mee o eaae eit 40,800 Oo OO 


$ 2.184.899 $ 1,156,637 


The company is committed to spend approximately 
$200,000 on the uranium project and $175,000 on the 
Spanish projects during 1980. 


The Pinson gold project is an open pit gold property in 
which the company has a 26.25% interest. The decision 
was made in 1979 to bring this property into 
production. Development is expected to commence in 
1980 and financing has been arranged as discussed in 
note 15. 


9. Bank Loans 


The operating bank loans are repayable on demand 
and are secured by assignment of certain accounts 
receivable and by deposit with the banks of the listed 
securities, the shares of the associated company, 
Camflo Mines Limited, having a quoted market value of 
$12,943,000, and certain of the shares of a subsidiary 
company, Chesbar Resources Inc. 
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10. Long-Term Debt 
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1979 1978 

8% secured convertible 

debentures, matured 

February 22, 1980.... $ 1,950,000 
8% promissory note, 

repayable 1980-1981.. $ 350,362 630,652 
BaniksiennnlOan see 1,205,000 2,500,000 
Note payable to bank 

(UES, SOS. S00). ose. 120) AO 1ROtw/eoZ2O 
Notes payable to co- 

venturer, including 

accrued interest 

QUES ESinerA 54> 

1978, U.S.$1,042,543) . 1,309,389 1,156,024 

$:°3:882,271 7 o°7,204.196 


The approximate amounts of principal repayments 
in respect of the above obligations, assuming 
approval from the Department of Energy as 
described below is obtained, are: 1980, $1,537,500; 
1981, $660,500; 1982, $590,000; 1983, $490,000; 
and 1984, $1,506,000: of which $280,000 in 1980 
and $70,500 in 1981 will be paid from the special 
term deposit. 


The 8% promissory note is secured by the special term 
deposit of $350,362 with the company’s bankers. 


A bank term loan of $860,000 is secured by 

certain of the petroleum and natural gas interests 

and related revenues, assignment of the accounts 
receivable referred to in note 9 and by deposit with the 
bank of certain of the listed securities and shares of the 
associated company, Camflo Mines Limited. 


A subsidiary’s bank term loan of $345,000 bearing 
interest at the bank prime rate plus 14% is secured 
by deposit with the bank of the shares of United 
Siscoe Mines Limited owned by the subsidiary and 
an assignment of the lease proceeds on the Niagara 
Falls property. 


The note payable to the bank represents the company’s 
share of financing for geothermal exploration carried on 
by G.K.I. as part of one of the joint ventures. Interest is 
charged at 125% of the bank’s prime rate and is 
included in deferred geothermal exploration and 
development costs. The note was orginally due August 
31, 1979, however, the bank has agreed to extend the 
maturity date of the loan to allow sufficient time for the 
venture to develop the full geothermal field, subject to 
the United States Department of Energy’s approval. The 
loan is secured by the venture’s interest in the prospect 
and is guaranteed by the Department of Energy. This 
loan is without recourse to the participants of the 
venture. 


The notes payable to a co-venturer, bearing interest at 
the bank prime rate plus 2%, are secured by liens on 
certain geothermal resource properties which are 
subject to joint venture agreements. These notes will be 
due and payable no later than December 31, 1984: 


should the company initiate termination of the ventures, 
such notes immediately become due. 


11. Share Capital 


During 1979, 243,750 common shares were issued on 
conversion of the remaining 8% secured convertible 
debentures, in accordance with the terms of the trust 
indenture, and 700,000 shares were issued to Camflo 
Mines Limited for cash consideration of $6,300,000. 


At December 31, 1979, 26,000 common shares were 
reserved for issuance upon the exercise of options 
granted or which may be granted under the terms and 
conditions of the company’s incentive stock option 
plan. No options were outstanding under this plan at 
December 31, 1979. During 1979, options on 58,000 
shares were exercised for cash consideration of 
$362,500. 


During the year options to purchase a further 300,000 
shares were granted to Camflo Mines Limited. These 
options are exercisable by Camflo as to 150,000 shares 
at $10 per share up to March 1, 1980 (note 15) and 
150,000 shares at $12 per share up to March 1, 1981. 


12. Commitment 


In 1979 the company established a deferred 
compensation plan as a supplement to the existing 
non-contributory pension plan. Based on actuarial 
assumptions adopted by the company, at December 31, 
1979 the unfunded obligations in respect of past service 
under these plans are approximately $652,000, of which 
approximately $480,000 has become vested in 
employees. It is anticipated that funding payments and 
accruals will amortize the total obligation as follows: 
$208,000 in 1980, $71,000 annually thereafter to 1985, 
and in reducing amounts annually thereafter to 1991. 


13. Income Taxes 


The companies have non-capital losses of 
approximately $10,790,000 which are available for 
carry forward to reduce taxable incomes of future 
years. These losses are restricted to fiscal years not 
later than: 


1980 $ 29,000 
1981 33,000 
1982 292,000 
1983 1,553,000 
1984 1,100,000 
1985 953,000 
1986 6,830,000 

$ 10,790,000 


In addition the companies have accumulated net capital 
losses of approximately $413,000 which may be 
carried forward indefinitely for application against future 
taxable capital gains, and resource deductions of 
approximately $3,417,000 which may be utilized to 
reduce taxable incomes of future years. 


The anticipated benefits relating to these deductions 
will be taken into income as realized in future years. 


14. Restatement of Prior Year’s Loss 


As a result of an error in the elimination of the gain 
arising on an intercompany transaction, the 
computation of the minority interest’s share of the 1978 
net loss was incorrectly calculated. The correction of 
this error has resulted in a $235,000 reduction of the 
1978 loss ($.05 per share). 


15. Subsequent Events 


(a) 


(b 


— 


(c) 


In February, 1980, Camflo Mines Limited exercised its 
option to acquire 150,000 treasury shares of the 
company for cash consideration of $10 per share (note 
alae 


As discussed in note 7, in April, 1980, G.K.I. exchanged 
its interest in a prospect held by a joint venture for 
common stock of MCO Resources Inc. This transaction 
will result in the recognition by the company in 1980 

of net income of approximately $6,000,000. 


In March, 1980, the company and the other participants 
in the Pinson project formed a general partnership to 


develop the property. In April, 1980, the partnership and 
its participants, including the parent companies of the 
corporate participants, entered into a credit agreement 
with a chartered bank. This credit agreement provides 
for interim project loans not exceeding U.S. $6,000,000 
which may be drawn to May 31, 1980 and for term 
project loans not exceeding U.S. $15,750,000, 
including overrun contingency loans, which may be 
drawn until the earlier of the completion of the project or 
March 31, 1981. The interim project loans are due June 
30, 1980 and proceeds of the term project loans will be 
applied first to the repayment or prepayment of the 
interim project loans. Interest on the loans will be 
payable at 110% of the bank’s prime rate to March 31, 
1981 and thereafter at variable rates based on the 
bank’s prime rate. The term project loans are due six 
years from the earlier of the completion date or March 
31, 1981 and the right of prepayment without penalty 
exists. 


The company has guaranteed the entire amount of any 
interim project loans jointly and severally with others and 
a portion of the term project loans, substantially equal to 
its 26.25% interest in the project. 
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